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Public Safety Plans 
U N I Q U E  C O N S I D E R A T I O N S  

The defined benefit plan structure is key to providing benefit coverage to those individuals employed in 
the positions responsible for ensuring the protection and safety of the general public. Not only the 
defined benefit retirement annuities, but disability and survivor coverage offered through the statewide 
public safety plans is critical to attracting and retaining individuals who put their lives on the line to 
defend the safety of others.  

The Legislature and the federal government have recognized the need to acknowledge the sacrifices 
that families of public safety officers make through additional benefits to augment those of the defined 
benefit pension, especially for officers who are injured, or even more importantly, killed in the line of 
duty. The reasons why DB plans are more fitting for public safety professions (professions that do not 
have comparable positions in the private sector) will be highlighted in this section. 
 
Social Security Coverage 
Unlike the general employee plans administered by the Minnesota statewide retirement systems, law 
enforcement officers (local police, state patrol, conservation officers, etc.) and salaried fire fighters are 
not allowed to participate in and contribute to the Social Security Old Age, Disability and Survivor portion 
of the program offered by the federal government. Specifically, statutes governing Social Security 
coverage for governmental employees in Minnesota, Section 355.07, the declaration of policy, in 
paragraph (d) states: 

“Nothing in any provision of this chapter authorizes the extension of the insurance system 
established by this chapter, to service in any police officer's or firefighter's position or in 
any position covered by a retirement system applicable exclusively to positions in one or 
more law enforcement or firefighting units, agencies or departments.” 

 
Beginning April 1, 1986, newly hired law enforcement officers and fire fighters were required to 
contribute to and be covered by the Medicare portion of the federal program.  

These professions impose intense physical and psychological demands on the individuals who 
choose these career paths. The later retirement age currently in law for receipt of unreduced 
retirement benefits from Social Security (capping at age 67, with some discussion of raising it 
higher) do not align with the need for many in the public safety professions to leave these 
professions before even age 62, the earliest age for receipt of benefits from Social Security. The 
policy decision to not extend Social Security disability, survivor, and retirement benefits to our 
public safety professions made sense in the 1950s when the state policy declaration was initially 
enacted, and continues to make sense in today’s environment for public safety positions.  
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Disability Benefit Protection 
A key design feature of the benefits provided to members of our public safety plans is the disability 
benefit protection afforded those who are unable to continue to perform the duties associated with their 
professions. Different benefit levels are available depending on whether the disabling event occurred 
while performing the work of the position, or otherwise. One of the policy reasons for providing some 
disability benefit coverage for injuries or illnesses that result from non-hazardous work activities is to 
ensure that individuals who are not in the best physical or psychological condition to ensure the safety 
of the general public are not on the streets or responding to emergency calls when they cannot provide 
the needed protection and services demanded of these professions.  

Since there is no Social Security disability benefit available, the provision of disability benefit coverage 
is key to those in a profession where fulfilling many of their main job duties means putting themselves 
in hazardous situations with the potential of becoming physically disabled through injury, possibly 
contracting a life-altering disease, or encountering difficult and traumatizing events that deteriorate the 
mental capacity to continue to deal with these types of events.  

Disability insurance could be an additional benefit provided by the DC plan; however, it is unlikely that 
individuals could qualify for a disability insurance benefit, given the dangerous nature of their job 
responsibilities.  

Survivor Coverage 
Surviving spouse and dependent children benefits are provided through the retirement system’s benefit 
structure. As with the disability benefit coverage, these protections are not available through Social 
Security since there is no participation in that program. As mentioned earlier, the State and the federal 
government have taken additional measures to provide for the families of officers killed in the line of 
duty, further recognition of the need to ensure the families of individuals in these professions are taken 
care of and recognized for the sacrifices they make by supporting their public safety officer family 
member.  

Survivor coverage could be available through individual insurance policies, but the cost associated with 
the individual insurance protection will far exceed the cost of providing this protection through the 
pooled defined benefit plan, spreading the risk across a large group of participants. Insurance carriers 
structure their benefit plan fees to provide a profit margin, something not needed in the administration 
of the programs administered by the statewide retirement systems.  

Recruitment and Retention 
The DB plan design is key to the recruitment and retention of public safety officers. Unlike a DC plan, 
the DB provides:  

 sufficient retirement income (in lieu of Social Security benefits); 
 adequate disability benefits in the event the officer is injured and unable to continue to work; 

and  
 adequate survivor protection in the event the officer is killed while protecting the safety of 

others.  
 
In 2005, the State of Alaska closed its DB plan for all state employees hired after June 30, 2006. The 
Municipality of Anchorage is now considering re-opening its closed DB public safety plan to enhance 
recruitment opportunities for public safety employees.  
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Portability 
One of the primary reasons that many believe DC plans are more suitable to today’s workers is that 
individuals more readily move from job to job. That is not the case in the public safety professions. 
Public safety personnel are typically “career” employees. In a public, multi-employer plan like that 
administered by Minnesota’s statewide retirement systems, individuals who have chosen firefighting or 
law enforcement as their profession can move from one local government employer to another and 
continue to earn the same pooled, cost-sharing DB plan for their employment with all employers for 
whom they provide their public safety service. Law enforcement personnel who move from local 
government to a state law enforcement position or vice versa, earn benefit credit in each of the plans 
recognized by state law to provide for the payment of benefits from each plan that when added together 
would be comparable to the benefit earned if all service had been credited to one plan.  

Transitioning to Retirement 
Defined benefit plans for public safety personnel are designed to ensure that benefits are adequate for 
early transition out of the work force. Public safety officers have physical fitness requirements 
necessary to perform jobs that may be difficult to maintain as individuals age. These early retirement 
provisions are modified from time-to-time to ensure they can remain affordable and align with the needs 
of the employer to either transition some out of the workforce or to encourage longer service by skilled 
officers who are needed to meet the needs of mentoring the less experienced public safety personnel 
who are just beginning their careers.  

Investment and Longevity Risk 
The pooling of investment and longevity risk impacts the retirement savings needs of public safety 
personnel even more than general employees given their earlier retirement (or disability) needs. With a 
shorter working period in which to save, public safety personnel would need significantly greater 
contribution levels to a DC plan or would need to take significant risks with the asset allocation in hopes 
of producing an account balance sufficient to replace the same level of benefit provided in our DB 
plans.  

Individuals in law enforcement and emergency response positions face an increased longevity and 
inflation risk, especially in light of the fact that they are not covered by Social Security. The risk is more 
extreme for earlier departures from the workforce by individuals in these physically and psychologically 
demanding professions.  A DB plan can more cost effectively provide inflation and longevity protection 
by pooling the risks. The DB structure can fund for the average life expectancy, knowing that some 
participants will not live as long as projected while others will live longer. The assumptions to forecast 
fund requirements are typically reviewed every four to five years and modest changes are made when 
necessary. Doing so within a consistent time-line can ensure the administrators are adequately 
forecasting the expected financing of the plan.  

Conclusion 
The academic and research information regarding DB and DC plans have been presented in this section 
in the overall comparison of the various features of the two distinctly different retirement plan 
arrangements. The use of the DB plan for public safety officers calls attention to the features of DB 
plans that are difficult to adequately replace with the DC arrangement in light of the special protections 
that can be more cost effectively provided through a DB.  

 

  



 

102 

 

  



 

103 

References 
 
Almeida, B., (2010, Summer). DB pensions: The real deal. Journal of Pension Benefits. 

Almeida, B., & Boivie, I. (2009, May). The staying power of pensions in the public sector. CPER 
Journal. 

Almeida, B., & Fornia, W. B. (2008, August). A better bang for the buck. National Institute on 
Retirement Security.  

Almedia, B., Kenneally, K. (National Institute on Retirement Security), & Madland PhD, D. (Center 
for American Progress). (2008, March).  Working paper entitled “The new intersection on the 
road to retirement: public pensions, economic, perceptions, politics & interest groups” 
presented to the Pension Research Council, The Wharton School.  

American Academy of Actuaries. (2006, July). The value of defined benefit plans. Issue Brief. 

American Benefits Council. (2004, May). Pensions on the precipice: The multiple threats facing 
our nation’s defined benefit pension system. 

Anderson, G.W., & Brainard, K. (2004). Profitable prudence: The case for public employer 
defined benefit plans. Pension Research Council, Wharton School, University of Pennsylvania. 

AON/Georgia State University. (2008, July). 2008 Replacement ratio study. 

AON/Hewitt. (2009, May). Annual Universe Benchmarks Study. 

Bender, K.A., & Haywood, J.S. (2010, April). Out of balance. Comparing public and private sector 
compensation over 20 years. Center for State & Local Government Excellence & National 
Institute on Retirement Security. 

Boivie, I. (2011, March). Who killed the private sector DB plan?. National Institute on Retirement 
Security. Government Accountability Office. Defined Benefit Pensions: Survey Results of the 
Nation’s Largest Private Defined Benefit Plan Sponsors. GAO 09-291. Washington, DC, 2009. 

Boivie, I., & Almeida, B. (2008, October). Look before you leap: The unintended consequences of 
pension freezes.  National Institute on Retirement Security. 

Brainard, K. (2004, September). Public fund survey, summary of findings, FY 2003. 

Brainard, K. (2010, November). Public fund survey, summary of findings, FY 2010. 

Buck Consultants. (2001, November 20). Study of retirement plan designs for the State of 
Colorado Office of the State Auditor. 

Center for State and Local Government Excellence. (2009). Fact sheet on states with defined 
contribution pension plans.  

Center for State and Local Government Excellence. What are Hybrid Retirement Plans: A Quick-
Reference Guide.  



 

104 

Cerling, E. (2008, May/June). The real truth about defined benefit plans. Contingencies.  

Collins, S. (2003, December). The expenses of defined benefit pension plans and mutual funds. 
Perspective, 9, No. 6. 

Congressional Budget Office. (2004, March). Administrative costs of private accounts in Social 
Security. Available online at www.cbo.gov/showdoc.cfm?index=5277&sequence=0 

Congressional Research Services. (2011, March). State and local debt: an analysis. 

DC plan leakage challenges executives, providers. (2011, March 7). Pensions & Investments. 

Deloitte. (2009). Annual 401(k) Survey: Retirement Readiness. 

Deloitte. (2010). Annual 401(k) Survey: Retirement Readiness. 

Duguay, D., & Arnone, W.I. (2011, April). Making financial education work in the workplace: the 
Citigroup experience. Community Dividend, published by the Federal Reserve Bank of 
Minneapolis. 

Employee Benefits Research Institute. (2009, January). Lump sum distributions at job change. 
EBRI Notes, Vol. 30, No. 1. 

Employee Benefits Research Institute. (2010, April 15). Age comparisons among workers.  
EBRI Fast Facts. 

Employee Benefits Research Institute. (2010, July 22). What are the prospects you will run short 
of money in retirement? EBRI Fast Facts. 

Employee Benefits Research Institute. (2010, November 19). Employee participation in 
retirement plans remains constant. EBRI Fast Facts. 

Fidelity Study. (2010, August 20).  www.CNNMoney.com.  

Findlay, G. (2010, August 28). Missouri Senate Fiscal Note No. 4934-01N (SB896). Available 
online at www.senate.mo.go. 

Flynn, C., & Lum, H. (2007). DC plans underperformed DB funds. Toronto, ON: CEM 
Benchmarking, Inc.  

Frazzini, A., & Lamont, O.A. (2005, August). Dumb Money: Mutual Fund Flows and the Cross-
Section of Stock Returns. NBER Working Paper Series, Vol. w11526, 2005. Available at SSRN: 
http://ssrn.com/abstract=776014. 

Friedberg, L., & Owyang, M.T. (2004). Explaining the evolution of pension structure and job 
tenure. National Bureau of Economic Research, NBER Working Papers: 10714. 

Gabriel Roeder Smith & Company. (2003, November 17). Research Memorandum: List of 
Advantages and Disadvantages for DB and DC Plans.  

Gabriel Roeder Smith & Company. (2005, October). Defined Contribution Retirement Plan Study. 
New Mexico Educational Retirement Board. 



 

105 

Gabriel Roeder Smith & Company. (2007, September 24). Leter to Ms. Gallogly regarding 
projections of Employees’ Retirement System of Rhode Island with frozen participation.  

Government Accountability Office. (2007). Private pensions: Low defined contribution plan 
savings may pose challenges to retirement security, especially for low-income workers. GAO 08-
8. Washington DC.  

Government Employees Benefits Update. (March 1995). The Segal Company. 

Government Finance Officers Association (GFOA). (2011, February). Media Misperceptions. 

Governmental Accounting Standard Board (GASB). (2010, June 30). Original Pronouncements 
Governmental and Financial Reporting Standards, Volume 2. Chicago, Il.  

Helman, R., Greenwald, M. (and Associates); Copeland, C., & VanDerhei, J. (2010, March). The 
2010 retirement confidence survey: Confidence stabilizing, but preparations continue to erode. 
EBRI Issue Brief, no. 340. Employee Benefit Research Institute.  

Holden, S., & VanDerhei, J. (2002, November). Can 401(k) accumulations generate significant 
income for future retirees? EBRI Issue Brief, no. 251; and ICI Perspective, Vol. 8, no. 3. 
Employee Benefit Research Institute and Investment Company Institute. 

Holden, S., & VanDerhei, J. (2004, August). 401(k) plan asset allocation, account balances, and 
loan activity in 2004. EBRI Issue Brief, No. 272. Employee Benefit Research Institute.  

Holden, S., VanDerhei, J., & Alonso, L. (2009, October). 401(k) plan asset allocation, account 
balances, and loan activity in 2008. EBRI Issue Brief, No. 335. Employee Benefit Research 
Institute.  

Kansas Public Employees Retirement System (2009, November 17). KPERS long-term funding: 
Defined contributions options. Presentation to Joint Committee on Pensions, Investments & 
Benefits. 

Lubov, A. (2008, March). Measuring the impact of Minnesota’s Retirement Systems. 

Majority of U.S. companies that offer a pension plan say it impacts employee retention (2004, 
September 7).  Business Wire, (Diversified Investment Advisors’ Report on Retirement Plans). 

Martz, M. (2011, February 3). Pensions cause split; Assembly divided on choice plan for 
workers. Richmond Times Dispatch (Virginia).  

McCourt, S.P. (2006, February).  Defined benefit and defined contribution plans: A history, 
market overview and comparative analysis. Benefits and Compensation Digest. 

Milanowski, L., Twait, A., & Haverman, M. (2010, October). Minnesota public sector 
compensation. Minnesota Taxpayers Association; Commissioned by the Minnesota Chamber of 
Commerce and NAIOP, the Commercial Real Estate Development Association.  

Minnesota statewide plans’ annual actuarial valuation reports on-line at 
www.commissions.leg.state.mn.us/lcpr/valuations.htm. (2010). Refer to “Schedule of 
Contributions from Employers and other Contributing Entities”. 



 

106 

Mitchell, O., & Utkus, S. (2004). Pensions design and structure: New lessons from behavioral 
finance. New York: Oxford University Press.  

Morningstar, Inc. (2007, December 17). The relative performance record and asset allocation of 
public defined benefit plans.  

Munnell, A.H., Aubry, J-P., Harwitz, J., & Quinby, L. (2011, April). A role for defined contribution 
plans in the public sector. Boston College Center for Retirement Research State and Local 
Pension Plans, Number 16. 

Munnell, A.H.; Aubry, J-P., & Quinby, L. (2010, October). The impact of public pensions on state 
and local budgets. Boston College Center for Retirement Research, Number 13.   

Munnell, A.H., Golub-Sass, A., Haverstick, K., Soto, M., & Wiles, G. (2008, January). Why have 
some states introduced defined contribution plans? Boston College, Center for Retirement 
Research. 

Munnell, A.H., Golub-Sass, F., & Muldoon, D. (2009, March). An update on 401(d) plans: Insights 
from the 2007 SCF. Boston College, Center for Retirement Research. 

Munnell, A.H. & Soto, M. (2007, November). State and local pensions are different from private 
plans. Center for State and Local Government Excellence. 

Munnell, A.H., Soto, M., et al. (2008). Why have defined benefit plans survived in the public 
sector? Center for Retirement Research State and Local Pension Plans, No. 2, Boston College.  

Munnell, A.H., & Sunden, A. (2004). Coming up short: The challenge of 401(a) plans. 
Washington, DC: Brookings Institution Press. 

Munnell, A.H., Webb, A., Golub-Sass, F., & Muldoon, D. (2009, March). Long-term care costs and 
the national retirement risk index. Center for Retirement Research, Number 9-7.  

National Association of State Retirement Administrators (NASRA). Hybrid plans, available at 
www.nasra.org/resources/nybrid%20grid.pdf. 

National Retirement Risk Index (NRRI). (2010, October). The NRRI and Annuities; Fact Sheet No. 
2. Center for Retirement Research at Boston College.   

Neumann, J. (2011, March 1). Wall Street Journal: States consider shift to defined contributions 
plans. Wall Street Journal. 

Olleman, M.C. (2007). Defined contribution experience in the public sector. Benefits & 
Compensation Digest 2:20-24. 

Olleman, M.C. (2009, January). Public plan DB/DC choices.  Milliman Periscope.   
 
Perlman, B., Kenneally, K., & Boivie, I. (2011, March). Pensions and retirement security 2011, a 
roadmap for policy makers. National Institute on Retirement Security.  

Poll reveals baby boomer’s retirement fears. (2011, April 5). Columbia Daily Tribune.  

Porell, F., & Almeida, B. (2009, July). The pension factor. National Institute on Retirement 
Security.  



 

107 

Profit Sharing/401k Council of America (PSCA). (2010, September 17). Releases 53rd Annual 
Survey of Profit Sharing and 401(k) Plans.  

Public Pension Policy in Illinois. (2011). Institute of Government and Public Affairs. University of 
Illinois. 

Retirement Systems of Minnesota. (2008, December). Adequacy of public pensions. 

Retiring boomers find 401(k) plans fall short. (2011, February 19-20). The Wall Street Journal.  
 
The Segal Group. (2010). Public Employees’ Retirement System of the State of Nevada: analysis 
and comparison of defined benefit and defined contribution retirement plans.   

Sostek, A. (2004, March). Pension pendulum. Governing Magazine.    

Standard & Poor’s. (2011, January, 24). Outlook: U.S. state and local governments must 
navigate turbulent conditions to maintain credit stability. 

Standard & Poor’s. (2011, March 31). US states’ pension funded ratios drift downward. 

State pension plans scramble to avoid bankruptcy. (2011, February 17). Institutional Investor. 

Steyer, R. (2010, November 29 – issue date). Alliance Bernstein adds annuities to funds. 
Pension and Investments.   

Steyer, R. (2011, April 4). DC plan leakage problem alarming. Pensions & Investments. 

Towers Watson. (2009). Defined benefit vs. 401(k) investment returns: The 2006-2008 update.  

Towers Watson. (2010, December). Retirement attitudes, part III: Attraction and retention. 
 
U.S. Bureau of Labor Statistics. Consumer Expenditure Survey, 2004.   
www.bls.gov/cex/2004/standard/age.pdf. 
 
U.S. Bureau of the Census Current Population Survey. (2005-2009, March).  

VanDerhei, J. (2010, November). The impact of auto-enrollment and automatic contribution 
escalation on retirement income adequacy. EBRI, Issue Brief, No. 349. 

VanDerhei, J. (with EBRI), Holden, S. (with ICI); Alonso, L. (with EBRI). (2010, November). 401(k) 
plan asset allocation, account balances, and loan activity in 2009. EBRI, Issue Brief, No. 350.  

Watson Wyatt. (2008). Defined benefit vs. 401(k) plans: Investment returns for 2003-2006.  
Watson Wyatt Insider, 18(5). 

Watson Wyatt. (2009, August). Effect of the economic crisis on employee attitudes toward 
retirement, part III: Retirement plan design preferences survey. 

Zwecher, M. (2010, December 10). Retirement portfolios: Theory, construction and 
management. Interviewed by Robert Powell, in article “Translating nest eggs into retirement 
income.” Market Watch.  

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

PUBLISHED BY: 
Retirement Systems of Minnesota 

60 Empire Drive 
St Paul, Minnesota 55103 


